
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COldN188ION 

In tho Matter of1 

THE APPLICATION OF BEAVER-ELKHORN WATER 
DIBTRICT FOR (1) CERTIFICATE OF PUBLIC 
CONVENIENCE AND NECEBSITY - CONSTRUCTION - 
TO UPQRADE WATER TREATMENT PLANT/WATER 
LINE EXTENSIONS PURSUANT TO KR8 276.020(1)1 
(21 AUTHORIZATION OF BORROWINQ FROM THE 
C O ~ O N W E A L T H  OF KENTUCKY , KENTUCKY 
LOAN FUND PURSUANT TO KR8 278.3001 f 3 1  
INFRABTRUCTURE AUTHORITY WATER RESOURCEB 

AUTHORITY TO INCREASE RATES PURSUANT To 
607 KAR 51001, SECTION 10 

CASE NO. 
92-129 

O R D E R  

By appllcatlon filed March 30, 1992, Beaver-Elkhorn Water 

Dietrict ("Beaver-Elkhorn") La seeking authorleation to construct 

a $7,168,091 waterworks improvement project, approval of ita plan 

of financing and for adjuetments of Its service rates. An Interim 

Order approving Phaoe I of the proposed construction was granted on 

Geptember 29, 1992. Phase I1 of the propoaed conetruction consista 

of tho oxpaneion of the exieting water treatment plant from one 

million gallon0 per day (f'MGDo@) to two MGD. Project funding eor 

Phase I1 includea a Kentucky Infrastructure Authority ("KIA") 1.oan 

in tho amount of $862,200 and a 61,400,000 grant erom KIA. The 

loan will be for a 30-yO4r period at an lntereat rate of 3 percent 
per annum. 

Beaver-Elkhorn aleo seck0 approval of Phase I11 which consleta 

of llne extensions to approximately 1,500 cuetomere at an eotlmted 

coet of $3,366,325. Project funding for Phaee I11 conelete of a 



$ 2 , 7 8 6 , 3 1 5  KIA loan and a $600,000 KIA grant. Although the plan of 

financing presented includes amounts to finance Phaae I11 

construction, the Commission will defer its decision regarding 

additional indebtedness related to Phase I11 until the actual 

construction plan0 and specifications have been presented for 

Commiaaion review. 

Plans and specifications for the proposed improvements 

prepared by Summit Engineering, Inc. of Lexington, Kentucky 

("Engineer"), have been approved by the Division of Water of the 

Natural Resources and Environmental Protection Cabinet. 

The Commission, having reviewed the evidence of record and 

being otherwise sufficiently advised, finds that: 

1. Public convenience and neceasity require that the 

construction proposed for Phase I1 be performod and that a 

Certieicate of Public Convenience and Necessity be granted. 

2. Plans and specifications for Phase I11 of the project are 

not available for the Commission's review and thus no certificate 

to construct will be issued Lor Phase 111. 

3. The proposed construction consists of the expansion of 

water treatment plant from one MGD to two MGD, and related 

appurtenances. Based upon the law bids submitted, and after 

allowances are made for Pees, contingencies, other indirect costs, 

the total cost of this project is approximately $2,262,200. 

4 .  Beaver-Elkhorn should obtain approval from the Commieaion 

prior to performing any additional construction not exprsasly 

cortificated by this Order. 
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5. Any deviation from the construction approved should be 

undortaken only with the prior approval OP the Commission. 

6 .  Beaver-Elkhorc should furnish duly verified documentation 

of tho total costs oP this project including the cost of 

construction and all other capitalizod costs (engineering, legal, 

adminiotratlvo, etc.) within 60 days oP the date that conetruction 

in substantially Completed. Said construction costs should be 

claesified into appropriate plant accounte in Accordance with the 

Uniform Systom of Accounts for Water Utilitiee prescribed by the 

Commission. 

7. Beaver-Elkhorn should require the provision of 

construction inspection under the general eupervision of a 

professional engineer with a Kentucky regietration in civil or 

mechanical engineering, to ensure that the construction work is 

done in accordance with the contract drawings and specifications 

and in conformance with the best practices of the construction 

trades lnvolved in the project. 

8. Boaver-Elkhorn should require the Engineer to furnish 

within 60 days of the date oP substantial completion of this 

construction a copy OP the “as-built” drawlngs and a signed 

statement that the construction has been satisfactorily completed 

in accordance with the contract plans and specifications. 

9. The Pinancing plan proposed by Beaver-Elkhorn is for 

lawPul objecte within the corporate purpose of its utility 

operatlone, La necessary and appropriate for and consistent with 

the proper perPormance of the utility’s service to the public and 
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will not impair its ability to perform that service, and is 

reasonably necessary and appropriate for such purpose. It should, 

therefore, be approved. 

10. As Phase I11 of the proposed construction is not approved 

herein, Beaver-Elkhorn's financing plan is approved for funds 

related to ?hape I1 only. Phase I11 financing should be dismissed 

until such time as the Commission reviews the plans for Phaee I11 

construction. 

IT IS THEREFORE ORDERED that: 

1. Beaver-Elkhorn be and i t  hereby is granted a Certificate 

of Public Convenience and Necessity to proceed with the proposed 

construction project identified as Phase I1 as set forth in the 

drawings and specifications of record herein, on the condition that 

service levels be monitored and corrective action taken in 

accordance with Commission regulations. 

2. Beaver-Elkhorn be and it hereby is denied a Certificate 

of Public Convenience and Necessity to proceed with the proposed 

construction project identified as Phase 111. 

3 .  Beaver-Elkhorn's financing plan consisting of a $862,200 

loan from KIA and a $1,400,000 grant from KIA is hereby approved. 

The financing herein approved shall be used only for the lawful 

purposes specified in Beaver-Elkhorn's application. 

4. Beaver-Elkhorn's financing plan for Phase I11 is hereby 

dismissed without prejudice and shall be refiled when seeking 

approval for Phase I11 construction. 
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. 

5. Beaver-Elkhorn shall comply with all matters set out in 

Findings 4 through 8 as if the same were individually so ordered. 

Done at Frankfort, Kentucky, this 10th day of June, 1993. 

PUBLIC SERVICE COMMISSION 
A 

ATTEST: 

ah 6 
Executive Director 


